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HOOVER REFUSES TO GRANT DEBT POSTPONEMENT 





RESIDENT HOOVER’S refusal, in his an- 

nual message to Congress on December 6, to 
recommend a postponement of the war debt pay- 
ments due December 15 virtually eliminates the 
possibility of Congressional action at the present 
time. Mr. Hoover has taken this position despite 
the fact that, in response to the State Depart- 
ment’s request, Great Britain and France pre- 
sented strong notes outlining in detail the ne- 
cessity for such action. In its note of December 
1, the British government declared that a resump- 
tion of intergovernmental debt payments at the 
present time “is bound to accentuate the gravity 


' of the present crisis and to compromise fatally 


all efforts to counteract it.” Quoting the report 
made by the Basle committee in December 1931, 
which stated that “the adjustment of all repara- 
tions and war debts to the troubled situation of 
the world is the only lasting step capable of re- 
storing confidence,” the note traced the intimate 
connection between the burden of intergovern- 
mental indebtedness and the decline in prices 
which precipitated the world depression. Refer- 
ring to Britain’s own position as a net creditor 
with regard to the war debts, it added that the 
loss which both the British and American tax- 


_ payers “would suffer from reconsideration of the 
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; reactions both financial and political.” 


debts cannot be measured in the same scales as 
the untold loss of wealth and human misery 
caused by the present economic crisis.” 


While there was no specific indication of the 
course the British government would pursue in 
case the United States refused to accede to its 
request, the note pointed out that “the difficulties 
of making transfer in the present circumstances 
are so great” that it would involve “far reaching 
Payment 
in sterling to a blocked account was also rejected, 
on the ground that “the existence of such a large 
sum awaiting transfer would affect the market 
almost as seriously as an actual purchase of ex- 


change,” while payments in gold would entail an 
excessive drain on the barely adequate reserves 
of the Bank of England. Consequently, since in 
the long run international accounts must be set- 
tled in goods or services, and since the American 
tariff policy makes settlement in goods imprac- 
ticable, payment of the debt instalment would 
necessitate the adoption of restrictions which 
would ultimately reduce British purchases of 
American agricultural and industrial products. 


The French government, in its note of Decem- 
ber 2, held that its request for postponement of 
the forthcoming debt payment was “the normal, 
equitable and necessary sequel” to the Hoover 
moratorium of July 1931. It referred again to 
the commitment made on the occasion of the 
Hoover-Laval conversations in October of that 
year, when it was agreed that a “new arrange- 
ment, covering the period of the depression, might 
be necessary, provided that the initiative came 
from the European powers principally con- 
cerned,” and pointed out once more that in con- 
cluding the Lausanne settlement, the European 
nations had fulfilled their part of this agreement. 
As a final warning the note declared that “the 
French government cannot believe that ... the 
American people will consider their interests best 
served by the carrying out of an obligation, the 
strict application of which would result in creat- 
ing further chaos and poverty throughout the 
world.” 


Although the British note contains certain 
passages—such as one calling attention to the 
fact that the United Kingdom has contributed 80 
per cent of the total payments made to the United 
States to date—which might be construed as an 
appeal for special treatment, the note itself re- 
jects “capacity to pay” as a satisfactory basis for 
consideration of the debt problem. Nevertheless, 
there is reason to believe that the Administration 
and many members of Congress are disposed to 














deal with Great Britain more leniently than with 
the other debtors on account of its acknowledged 
financial difficulties. The impracticability of such 
a course, however, is obvious. Not only is it 
manifestly impossible to determine a debtor’s 
capacity to pay with any reasonable degree of 
accuracy but, once such an estimate has been 
made, it would constantly have to be revised in 
the light of changing conditions. Moreover, a dis- 
play of favoritism at this time would unquestion- 
ably cause serious political complications. Any 
discriminatory action against France would prob- 
ably lead to the overthrow of the Herriot govern- 
ment and destroy the basis for international coop- 
eration which was established at Lausanne—with 
disastrous results to the Disarmament and World 


Economic Conferences. MaxwezL S. STEWART 


Hindenburg Carries On 

The German Cabinet crisis precipitated by 
the resignation of the von Papen government 
on November 17 was resolved on December 2 with 
the appointment of General von Schleicher as 
Chancellor in a slightly reorganized presidial Cab- 
inet, responsible to the President alone. The 
changes in personnel indicate, however, that the 
chief factors which discredited von Papen’s 
régime have been given some consideration. 


The downfall of that régime may be pri- 
marily attributed to three policies: its outspoken 
anti-labor tendencies, which resulted in many 
strikes and contributed to the large increase in 
the Communist vote; the introduction of agricul- 
tural import contingents, designed to benefit the 
East Elbian landowners, which jeopardized Ger- 
many’s already precarious foreign trade by 
threats of serious retaliation; and the govern- 
ment’s attempts to establish a strongly central- 
ized state and reform the Constitution, which 


aroused animosity throughout South Germany 
and -Prussia. 


The Schleicher government has attempted to 
remedy the situation by appointing a Minister of 
Labor who is expected to be more sympathetic 
toward the workers; by dropping the system of 
import contingents; and by replacing the former 
Minister of the Interior, Baron von Gayl, with a 
man less conspicuously associated with schemes 
for constitutional reform. Furthermore, Chan- 
cellor von Schleicher is reputed to be slightly 
more acceptable to labor than his predecessor, 
and to be opposed to far-reaching constitutional 
changes at this time. A ministry for re-employ- 
ment has been created in the new government, 
which is headed by Dr. Gereke, author of a widely 
discussed scheme for relieving unemployment. 
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Baron von Neurath will remain as Foreign Min. 
ister, and General von Schleicher is “provision. 
ally” retaining the post of Minister of Defense. 


The selection of von Schleicher to head another 
government responsible solely to the President 
was made only after long negotiations, carried on 
by von Hindenburg himself. In the course of 
these conversations, the President on November 
19 received Adolf Hitler who assured him that he 
believed he could form a government acceptable 
to the Reichstag. Von Hindenburg thereupon re. 
quested Hitler to make the attempt, which pre. 
supposed the cooperation of the other party lead. 
ers. In answer to an inquiry from Hitler, von) 
Hindenburg wrote the Nazi leader on November 
21 that the government must be able to present} 
a workable economic program and must give as- 
surances that it would not tamper with Article 
48 of the Constitution, nor attempt to return to 
the former dual relationship between the Reich 
and Prussia. Furthermore, the President re. 
served the right to appoint the Foreign Minister 
and the Minister of Defense. Hitler did not at 
tempt to sound out other party leaders with re. 
gard to cooperation in a government conforming) 
with these conditions, but requested the President) 
on the same day to empower him to form a pre; 
sidial ministry with full powers. Von Hinden.| 
burg on November 22 refused this demand, stat) 
ing that he could not reconcile its acceptance with 
his oath of office or his conscience. 


After exhausting other possibilities, the Pres- 
ident finally appointed General von Schleicher to 
the Chancellorship. Whether the new govern-) 
ment will be able to survive without again dis 
solving the Reichstag remains an open question. 
Meanwhile, the octogenarian von Hindenburg re 
mains the most stable element in the German 


situation. MILDRED S. WERTHEIMER 
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